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TOBACCO PRICE SUPPORT 


THURSDAY, JANUARY 14, 1960 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON ToBacco 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 2:10 p.m., in room 
1310, New House Office See Hon. Watkins M. Abbitt (chair- 
man of the subcommittee) presiding. 

Present: Representatives Cooley (chairman of the committee), Ab- 
bitt, McMillan, Bass, Jennings, Matchaws Stubblefield, Short, and 
Pirnie. 

Also present: Senators Jordan and Cooper; Representatives Foun- 
tain, Lennon, Tuck, Bonner, Kitchin, Jonas, Hull, Whitener, Alex- 
ander, Forrester, Hardy, Mrs. Blitch, Siler, Poff, Chelf, Hemphill, 
Spence, Hogan, and Watts. 

Mrs. Christine Gallagher, clerk; Hyde Murray, assistant clerk; and 
John Heimburger, counsel of the Committee on Agriculture. 

Mr. Assirr. The meeting will please come to order. 

We have called this meeting in order that we might hear from the 
tobacco industry. 

We are very hopeful that under present conditions the situation is 
such that we can get legislation that will be of benefit to the entire 
industry. 

We understand that the tobacco industry is well represented, and 
we will call on their representative or representatives. . 

First, we will hear from the chairman of the full committee, Mr. 
Cooley. 

Mr. Cootry. All I wish to say is that I am very glad to see such a 
fine-looking delegation of the tobacco industry here today. 

Last year we tried to do something to improve the situation, but, 
unfortunately, the bill was vetoed. 

The proposal that is now being submitted, I understand, has been 
thoroughly discussed and considered for many weeks. 

I think that we can shorten the meeting by hearing first from Mr. 
Fred Royster, of the industrywide committee. And with him is Mr. 
Burl St. Clair. I suggest that you recognize Mr. Royster first, and 
then have Mr. Royster identify all of the people who are here inter- 
ested in the proposal. 

Mr. Assirr. We are very glad to have Mr. Royster, and we are very 
glad to have Mr. St. Clair here. We are delighted to have all of you 
people present who are interested in this industry. We appreciate 
your coming. 

Will you identify those represented, and who is here with you? 
We will be glad to hear from you now. 
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STATEMENT OF FRED ROYSTER, COCHAIRMAN, TOBACCO 
INDUSTRY COMMITTEE 


Mr. Royster. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, and other Members 
of the Congress, we are, indeed, grateful for your presence here on 
this occasion. We note with sincere appreciation the very splendid 
attendance of the Members of Congress. 

As has already been indicated we have for a period of time in the 
industry been discussing proposed tobacco stabilization legislation. | 
am very happy to report that insofar as I am informed I think that we 
are in complete agreement as to the advisability of the passage of this 
proposed legislation. 

The resolution which has been adopted by the industry committee js 
very brief. I believe that the members have a copy before them. [ 
should like, Mr. Chairman, just to read that. 


>< 


Mr. Anprrr. We will be v ery happy to have you do so. ) 


Mr. Royster. It is a resolution unanimously adopted by the tobacco 
industry committee, dated January 9, 1960, and reads as follows: 

We recommend that tobacco legislation be enacted (1) to maintain a cop. 
tinuing program in tobacco and (2) to stabilize the price support of tobacco to 
prevent its spiraling to a decline in prices of other agricultural commodities, 
We recommend that the tobacco support level in 1960 be the same as in 1959 
and that in subsequent years the support prices be adjusted from the 1959 level 
in direct proportion to changes in prices paid by farmers for commodities pur- 
chased, using the previous 3-year moving average as a base. 

That is the resolution. And attached to that is a list of some 35 
organizations. In connection with that I shall be glad, at the wishes 
of “the Chair, to read them, or to do otherwise, whatever would suffice 
in the interests of time. 

Mr. Cooter. I suggest. that you read them out loud, so that the 
record will show that these organizations and individuals are support- 
ing the proposal. 

‘Mr. Assirr. I would like you to do this, to give us information as } 
to those who are here. 
Mr. Royster. I shall attempt to do so. | 


The American Farm Bureau Federation is represented. 

The Burley & Dark Leaf Tobacco Export Association is repre- 
sented. 

The Burley Auction Warehouse Association is represented. 

The Bright Belt Warehouse Association is represented. 

The Flue Cured Tobacco Cooperative Stabilization Corp. is repre: | 
sented. 

The National Grange is represented. 

The National Farmers Union is represented. 

The Burley Leaf Tobacco Dealers Association is represented. 

The Plant Food Institute of North Carolina and Virginia is repre: | 
sented. 

The Association of Dark Tobacco Dealers & Exporters is repre- 
sented. 

The Connecticut-Massachusetts Tobacco Cooperative, Inc. As to 
them I have a telegram that they would be represented. I under- 
stand now that they are represented. 
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The National Cigar Leaf Tobacco Association is next, and in that 
connection I should like to say that in formulating this list I thought 
it advisable to be guided by the organizations that were sponsors of 
the legislation in 1959. These people, so far as I know, have not been 
contacted. I want to make that clear, but I did not think that it would 
be expedient for the cochairman to delete their name without their 
knowing so, but I would like for that to be made clear. 

The Kentucky Farm Bureau is present. 

The Burley Tobacco Growers Cooperative Association of Kentucky 
is present. ; rs 

The Western Dark-Fire-Cured Tobacco Growers Association of 
Kentucky is present. ae 

The Stemming District Tobacco Association is present. 

The Burley Stabilization Cooperative of Tennessee is present. 

The Eastern Dark-Fire-Cured Tobacco Growers Association of 
Tennessee is present. 

The South Carolina Farm Bureau is present. 

The South Carolina Grange is present. 

Next is the South Carolina Tobacco Warehouse Association, and 
I should like to say, Mr. Chairman, that I have discussed the matter 
thoroughly with Mr. Fowler, executive secretary of that association. 
He is not here due to illness, but he expresses his concurrence in this 
proposal. : 

The Georgia Farm Bureau is present. 

The Virginia Farm Bureau is present. 

The Virginia Farmers Union is present. 

The Virginia Burley Tobacco Growers Association is present. 

The North Carolina State Grange is present. 

The North Carolina Farm Bureau is present. 

The Farmers Federation Cooperative of North Carolina is not 

resent. 

F The same statement with regard to the National Cigar Leaf Asso- 
ciation would apply to the Northern Wisconsin Cooperative Tobacco 
Pool, Inc. And the Wisconsin Tobacco Growers Association. 

And likewise, the Cigar Tobacco Cooperative of Ohio. : 

The Maryland Tobacco Cooperative 1s present. 

The Maryland Farm Bureau is present. 

And the previous statement would apply to the Leaf Tobacco Board 
of Trade, New York City. 

Mr. Chairman, that completes the list of organizations. 

And at this time, I refer you to Mr. St. Clair for any statement 
that he has to make. And then I would assume that any of these rep- 
resentatives of the various organizations will have an opportunity 
to present any views that they wish to present. 

Mr. Ansrrr. I thank you very much. The Chair will be glad to 
have Mr. St. Clair make a statement or any comment that he may 
desire. 

STATEMENT OF BURL ST. CLAIR 


Mr. Sr. Cuatr. Thank you, Mr. Chairman. 

As was indicated by the report of Mr. Royster a number of State 
farm bureaus have been a part of the committee which was listed. 
Not only have those State farm bureaus, as indicated, adopted the 
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resolution that has been read, but they have, also, through their policy 
development process taken this through to the national level. And 
the American Farm Bureau, likewise, has adopted the policy em- 
bodied in the resolution read here. 

So in order to indicate the interest of the American Farm Bureau 
Federation, I would like to suggest that the Chair recognize Mr. 
John C. Lynn as spokesman for the American Farm Bureau Federa- 
tion at this time. 

Mr. Azpirr. We are very glad to have you here with us, Mr. Lynn. 


We will be pleased to hear from you now. 


STATEMENT OF JOHN C. LYNN, AMERICAN FARM BUREAU 
FEDERATION 


Mr. Lynn. Mr. Chairman, I assure you that this is of much greater 
pleasure than we had less than a year ago when we seemed to be 
divided on this issue. 

I can say that on behalf of all of the States that we are in full 
accord with this. The process that we had hoped for has happened; 
in that the tobacco industry down in the States has discussed this 
issue, after it was brought to a head here before your committee last 
year and has really come to grips with this problem in a magnificent 
way. 

We want to do everything we can to make sure that this legislation 
passes. 

We appreciate very much the courtesy you have shown in calling 
this hearing. 

Thank you. 

Mr. Asprrr. Thank you very much. 

Is there anyone else that you want to have heard ? 

Mr. Royster. Not specifically. As I indicated a moment ago, Mr. 
Chairman, I am sure that you will afford the opportunity to any of 
these gentlemen who desire to be heard. I am sure that the Chair 
realizes this presentation has been brief, but, frankly, we think that the 
proposition is well understood. We will be delighted to make any 
explanation that is further desired. 

{r. Cootey. May I ask you a question? As I understand it, we 
have here a proposal for a change in the base period. We have done 
that, at least once or twice. 

I understand the present proposal is to change the base period and 
to use the 1959 crop year and the subsequent 2 years to determine the 
support level; in other words, you have a 3-year period? 

Mr. Royster. Mr. Chairman, you are correct. We have changed the 
base period twice in the history of the program. 

You are also correct in saying, as I understand it, that we are estab- 
lishing 1959 as a new base wad 

The recommendation would set the 1960 support price the same as 
the support price was in 1959. 

Then beginning with 1961 we would take the average of the cost of 
the things that the farmers buy, indexed for the preceding 3 calendar 
years. 

Mr. Cootry. That would be 1958, 1959, and 1960? 
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Mr. Royster. It would be 1958, 1959, and 1960. And you would 
take it, as I have indicated, for the 3 calendar years. The price sup- 
port beginning with 1961 would be adjusted upward or downward in 
relation to the index. 

Mr. Cootey. You would use that in your calculations only as they 
related to the 3 previous years, rather than to the other periods. In 
other words, if the index goes up of the prices that the farmers pay, 
then the price support would go up? 

Mr. Royster. That is right. 

Mr. Coorry. And likewise, if the index goes down, then the price 
support would go down ? ; 

Mr. Roysrer. That is correct, sir. 

Mr. Cootey. There is one other question that I want to ask. 

Do you think that there is any possibility of a question of breach of 
good faith being involved with the farmers who voted in the refer- 
endum ? 

Mr. Royster. Very definitely I do not think that there is any breach 
of faith question involved in the referendum that has been held on 
this program. I think it is keeping complete faith with them. I am 
sure that this proposal, if it is enacted into legislation immediately 
will inure to the welfare of the tobacco growers. 

Mr. Cootry. In other words, it will not be to the disadvantage of 
the tobacco grower, but you and all of this group think and agree, 
that it will be to their material advantage ? 

Mr. Royster. Iam quite sure of that, Mr. Chairman. 

Mr. Cootry. Have you any objection to this proposal from any 
source in the tobacco industry ¢ 

Mr. Royster. I have not heard of any objection from any source 
among the growers and the sellers of tobacco. 

I am not sure just what the situation is, but there may be some dif- 
ference of opinion among some of what we refer to as the dealer 
group. And in that connection I should state—I failed to do so at the 
time that they were listed—the Leaf Tobacco Export Association is 
listed here as one of the sponsors of this legislation and at this mo- 
ment I do not know just what their position is. - 

Mr. Cootry. I will make my position clear. I am in agreement 
with you and your associates in giving consideration to this proposal. 
But I think that it would be very unfortunate for this committee to 
bring tobacco legislation to the floor of the House unless we can pass 
it, or at least hope to pass it, by unanimous consent. 

I think it is a compliment to those who are interested in the pro- 
gram and those who have operated the program that we have been suc- 
cessful in passing legislation. I would dislike very much to come to 
the floor of the House if we are going to have any controversy about 
any phase of it. 

I hope that if there is anyone here now who opposes this, he will 
stand up and speak out forthrightly and tell us how he stands. 

Mr. Bass. I am not sure yet, until I get the facts—I cannot tell 
whether I am for or against it. 

Mr. Cootry. The facts are here. 

Mr. Bass. As soon as you get through I will ask a couple of 
questions. 

Mr. Cootry. You can do that right now. 


51194602 
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Mr. Bass. Mr. Royster, is this the same bill that we passed last 
year that was vetoed / 

Mr. Royster. No, Congressman Bass. The bill differs in some 
respects. 

Mr. Bass. Tell me exactly what the differences are in this pro- 
posal and the one that we passed last year. 

Mr. Roysrer. I think one primary difference is, as you will recall 
the legislative bill that was passed last year provided for the price re. 
maining the same as the 1958 support level unless and until the old 
parity formula, or the ieciad formula took it beyond that. 

Anyway, the old formula is what we are talking about. I think 
the universal opinion of that was that that would result in a price 
level remaining the same for a period of several years, probably as 
much as 3 or 4 or 5 years. 

Mr. Bass. All right. Tell me what this bill will do? Will this 
base it on the 1959 average? 

Mr. Royster. Based on the 1959 support level. 

Mr. Bass. I understand that. 

Mr. Royster. That would be changed as the index of the things 
that the farmer buys in the course of production move upward or 
downward. 

Mr. Bass. Based on what ? 

Mr. Royster. Based on the 1959 index. 

Mr. Bass. What I am asking about is the cost average, where do 
you get that—it is not in the parity formula? 

Mr. Royster. As I understand it, you would take the present index 
which, I believe, is 298, and that would be your base. That is the 
1959 index. 

Mr. Bass. But if the cost of what the farmer buys goes up, based 
on this 3-year average, is that what you are talking about ? 

Mr. Royster. Yes. 

Mr. Bass. If that goes up, then the price of tobacco can go up? 

Mr. Royster. Yes. 

Mr. Bass. If it goes down, the price of the tobacco can go down? 

Mr. Royster. That is correct. 

Mr. Bass. So far as 1960 is concerned it will be pegged for support 
at the level it is in 1959? 

Mr. Royster. That is correct. 

Mr. Bass. Now would this price for 1960 be higher or lower than it 
would have been under the bill that we passed last year? 

Mr. Royster. It would be higher? 

Mr. Bass. I have no further questions. 

Mr. Assirr. Are there other questions ? 

Mr. Lennon. At the meeting that was held down in Raleigh last 
week you were interviewed by the press, and you cited, at least, three 
instances which you say are justification for the passage of this type of 
legislation. I wonder if, for the record and for the information of 
some of those here, if you would enlarge on that or, at least, get in the 
record your answer as to the two or three major practices, why this 
was considered necessary. 

Mr. Royster. I will be happy todo so. 

The first is that this proposal eliminates the 10-year moving average 
which, I think, everyone in the tobacco industry was in agreement 
in 1959 and still isin agreement is bad. 


—————_— 
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Secondly, it would eliminate the relating of the prices received by 
the producers of the other basic commodities reflected into the price 
support for tobacco which, as you well know, those prices have trended 
downward. It has the effect of raising the price supports for tobacco. 

I think, again, that everyone in the industry was agreed that that 
was not wholesome and should be eliminated. 

They are the two basic factors that are achieved. 

Mr. Lennon. I want to thank you for that explanation. 

I think the factor last mentioned is in itself justification for this 
legislation that is being brought forward now to this Committee on 
Agriculture. I think that justification will explain it to the growers. 
[am sure that it will be explained to them, and they will readily see 
and understand that in the original concept of price support that it was 
not intended that the tobacco growers should get an advantage over 
the other four basic commodities. 

Mr. Royster. I agree with your statement. 

And I might say that this proposal has been—I would say, cer- 
tainly, insofar as the area that I am more familiar with, the Flue- 
cured area—been thoroughly discussed and thoroughly understood. 

Mr. Lennon. I have one other question. Do you have before you 
a proposed bill which would cover this? 

Mr. Ansirr. I might interpose here. We had hoped that we would 
not get into the makeup of the bill now. 

Mr. Lennon. I had assumed that you would. That was the reason 
I asked the question. 

Mr. Asprrr. We hoped that in our later meetings of the subcom- 
mittee we can do so. Now we want to get the general idea of the 
industry. : 

Mr. Lennon. Permit me to ask if he has read that proposed bill, 
and if that meets the criteria of this resolution. 

Mr. Royster. I have read it. I was present when it was being 
considered in its preparation. I think it does do what the proposed 
resolution is intended to do, 

However, may I say, if the Congressman knows, I am not an exepert 
in that field. : 

Mr. Lennon. I think you are. 

Mr. Royster. Thank you. 

Mr. Anprrr. Does anybody in the audience wish to be heard at this 
time? Give us your name and whom you represent. 


STATEMENT OF WALTER HASTY, JR., OF NORTH CAROLINA 


Mr. Hasry. Mr. Chairman and members of the committee, and 
Members of Congress, I am representing Mr, Blunt of Greenfield, 
N.C., who is on the board of directors of the North Carolina State 
Merchants Association, Tobacco Division, which is associated with the 
board of directors for Tobacco Associates for Virginia, North Caro- 
lina, Georgia, and Florida divisions. 

I would like wholeheartedly to endorse this legislation that has been 
proposed. 

We feel that a price “freeze,” as I might term it, on the support 
level, based on the 1959 support level, hinged to the cost index of the 
materials that farmers have to purchase in order to produce this crop, 
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is sound economic reasoning. And we think that it will work and 
that it is for the best interests of our farmers. ; 

And we in North Carolina, and in the areas that I represent are 
very much in favor of it. The farmers that I have talked to are, Our 
entire salvation is dependent upon the tobacco program. 

We want wholeheartedly to endorse Mr. Royster and Mr. St. Clair 
in the work that their subeommittee has done in proposing this legis. 
lation. 7 

Mr. Assitr. Thank you very much. 

Mr. Bass. Mr. Royster, he used a word here that I did not get from 
you. This is not a “freeze,” is it / 

Mr. Royster. No, sir. 

Mr. Bass. It is stabilization. 

Mr. Hasty. It is tostabilize it, yes. I used the wrong word. 

Mr. Royster. We are delighted to have the North Carolina Mer- 
chants Association interested in this. We appreciate their appearance, 

Mr. Aspirr. Mr. McMillan would like to say a word. 

Mr. McMinian. We have Mr. Williamson with us, and I should like 
to hear from him. 

Mr. Appirr. Mr. Williamson, would you care to make a statement 
at this time? 


STATEMENT OF FRANK WILLIAMSON, SOUTH CAROLINA FARM 
BUREAU FEDERATION, INC. 


Mr. Wintramson. Mr. Chairman, members of the committee, and 
Members of Congress, I will just make a statement from right here. 
I have a statement from Mr. Agnew, president of the South Carolina 
Farm Bureau Federation, Inc., from which I should like to read an 
excerpt which is as follows: 

Using the immediate 3-year prior average of prices paid to farmers as a basis 
for increasing or lowering the support price for tobacco after 1960 would be 
quite acceptable to growers of flue-cured tobacco because they are willing to 
tie support price to the cost of production. 

Mr. Appirr. Thank you very much, Mr. Williamson. 

Mr. McMitxan. I have a letter from Mr. E. H. Agnew, president 
of the South Carolina Farm Bureau Federation, Inc., and a statement 
by myself, which I should like to have incorporated into the record. 

Mr. Arpirr. They will be incorporated into the record at this point. 

(The letter dated January 11, 1960, and the statement by Hon. 
John L. MeMillan, are as follows:) 


STATEMENT OF Hon. JoHN L. MCMILLAN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF SOUTH CAROLINA 


Mr. Chairman. members of the House Agriculture Committee, I heartily favor 
the proposed legislation under discussion by this group appearing before our 
committee today. 

We all fully realize that if we are to recapture and maintain our foreign to- 
bacco market, we must stabilize the price of tobacco at some point. The foreign 
tobacco companies as well as the companies in this country must purchase to- 
bacco for the future since it is necessary for all tobacco to be aged to a certain 
extent before it is manufactured into cigarettes. 


| 
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I believe that industry, the tobacco grower, the warehousemen, and all parties 
concerned are in agreement on the provisions contained in this bill and I cer- 
tainly hope that since the tobacco program has proven to be so successful and 
workable, that no one will object to the passage of this proposed legislation. I 
am hoping that this bill can be placed on the Consent Calendar and that there 
will be no objection from any source even though the President vetoed a similar 
pill last year. We are only hoping that he has recognized his mistake by vetoing 
the Jennings bill last year and will sign the bill we expect to send him at the 
yery earliest possible date for his signature. 


SoutH CAROLINA FARM BUREAU FEDERATION, INC., 
Columbia, S.C., January 11, 1960. 
Hon. Joun L. MCMILLAN, 
House Office Building, Washington, D.C. 


Deak JoHN: Attached is a copy of the American Farm Bureau Federation 
resolution on tobacco adopted in Chicago in December and which is the official 
policy on tobacco for 1960. 

At a meeting of representatives of all segments of the tobacco industry in 
Raleigh, N.O., last Saturday, January 9, unanimous support was voiced for the 
implementation of this policy. 

It remains to be seen whether the Secretary of Agriculture and the admin- 
istration will support this policy. 

I understand that representatives of all segments of the tobacco industry, the 
American Farm Bureau Federation and perhaps USDA are to appear next 
Thursday, January 14, before a joint session of the Senate and House Agri- 
culture Committees to voice their opinions with regard to implementation of this 
policy by way of appropriate legislation. 

Implementation of this policy would be to effectively accomplish the purpose 
intended by the Jennings bill at the last session. The language of a bill pre- 
pared to implement this policy will vary slightly from the language of the 
Jennings bill but the end purpose is identically the same—that is, to stabilize the 
support price of price supported varieties of tobaceo so as to avoid the upward 
spiraling effect caused by lower prices for other farm commodities. 

Using the immediate 3-year prior average of prices paid to farmers as a basis _ 
for increasing or lowering the support price for tobacco after 1960 would be quite 
acceptable to growers of flue-cured tobacco because they are willing to tie support 
price to the cost of production. 

Since we are confident that all members of our South Carolina congressional 
delegation will support this proposition with the same vigor that they did sup- 
port the Jennings bill, the South Carolina Farm Bureau Federation sees no 
good purpose in sending a delegation to the meeting next Thursday .to voice 
our hearty endorsement of the implementation by legislation of the policy 
expressed in the attached resolution. 

We would be pleased to have this letter made a part of the record. 

Kindest personal regards and best wishes for a most successful new year. 

Yours sincerely, 


E. H. Acnew, President. 


RESOLUTION ON TOBACCO—ADOPTED BY THE AMERICAN FARM BuREAU FEDERATION, 
DECEMBER 17, 1959 


Recognizing that producers of the price-supported varieties of tobacco have 
shown a much greater willingness and ability to adjust production to market 
demand than the producers of most other price-supported commodities, we 
continue to support the tobacco program. 

We recommend that tobacco legislation be enacted (1) to maintain a continu- 
ing program in tobacco and (2) to stabilize the price supnort of tobacco to pre- 
vent its spiraling due to a decline in prices of other agricultural commodities. 
We recommend that the tobacco support level in 1960 be the same as in 1959 
and that in subsequent years the support price be adjusted from the 1959 level 
in direct proportion to changes in prices paid by farmers for commodities pur- 
chased, using the previous 3-year moving average as a base, 
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RESOLUTION UNANIMOUSLY ADOPTED By ToBacco INDUSTRY COMMITTEE 
JANUARY 9, 1960 : 


We recommend that tobacco legislation be enacted (1) to maintain gq con- 
tinuing program in tobacco and (2) to stabilize the price support of tobacco to 
prevent its spiraling due to a decline in prices of other agricultural commodities 
We recommend that the tobacco support level in 1960 be the same as in 1959 
and that in subsequent years the support price be adjusted from the 1959 leye] 
in direct proportion to changes in prices paid by farmers for commodities pur. 
chased, using the previous 3-year moving average as a base. 


ORGANIZATIONS SUPPORTING PROPOSED ToBacco LEGISLATION 


Interstate organizations: American Farm Bureau Federation, Burley and 
Dark Leaf Tobacco Export Association, Burley Auction Warehouse Association 
Bright Belt Warehouse Association, Tobacco Associates, Flue-Cured Tobacco 
Cooperative Stabilization Corp., National Grange, National Farmers Union, 
Burley Leaf Tobacco Dealers Association, Leaf Tobacco Exporters Association 
Plant Food Institute of North Carolina and Virginia, Association of Dark 
Tobacco Dealers and Exporters, Conn-Mass Tobacco Cooperative, Inc., National 
Cigar Leaf Tobacco Association. 

Kentucky: Kentucky Farm Bureau, Burley Tobacco Growers Cooperative As- 
sociation, Western Dark-Fire-Cured Tobacco Growers Association, Stemming 
District Tobacco Association. 

Tennessee: Burley Stabilization Cooperative, Eastern Dark-Fire-Cured To- 
bacco Growers Association. 

South Carolina: South Carolina Farm Bureau, South Carolina Grange, South 
Carolina Tobacco Warehouse Association. 

Georgia : Georgia Farm Bureau. 

Virginia: Virginia Farm Bureau, Virginia Farmers Union, Virginia Burley 
Tobacco Growers Association. 

North Carolina: Farmers Federation Cooperative, North Carolina Grange, 
North Carolina Farm Bureau. 

Wisconsin: Northern Wisconsin Cooperative Tobacco Pool, Inc., Wisconsin 
Tobacco Growers Association. 

Ohio : Cigar Tobacco Cooperative. 

Maryland: Maryland Tobacco Cooperative, Maryland Farm Bureau. 

New York: Leaf Tobacco Board of Trade, New York City. 


Mr. Aspitrr. Does anyone else wish to be heard ? 


STATEMENT OF TOM ALLEN 


Mr. Auven. Mr. Chairman and members of the committee, the 
National Grange Committee of our State met yesterday morning and 
passed a resolution endorsing this program and asked me to bring 
that information here. 

Mr. Assitr. Thank you very much. 

Does anyone else wish to be heard ? 


STATEMENT OF DORSEY MATTHEWS 


Mr. Marruews. Mr. Chairman and members of the committee, 
and Members of Congress, I speak for the tobacco committee of the 
Georgia legislature, as a member of the agricultural committee of 
that legislature. And in special session yesterday we met with a 
number of farmers throughout the State, and with the legislative 
committee of the Georgia Farm Bureau Federation and they whole- 
heartedly endorse this legislation. They are wholeheartedly for it, 
and everything that is being done. 

Mr. Aspirr. Thank you very much. 
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I might say that a number of us have received communications, 
and have been trying to get the necessary language put together, and 
we hope that we have it in shape. I want to assure you that while 
we have it available today, we would like to wait until Monday be- 
fore introducing it. 

I have copies for anybody who would like to see it. You can have 
a copy now. There may be some little change that we may want to 
suggest between now and Monday. ; 

he House does not meet tomorrow and it could not be introduced 
until Monday. The subcommittee members and those of the full 
committee would like to get this bill introduced and to get a report 

n it. 

7 Mr. Duruam. Is the farm index a rigid one, or is it a flexible one— 
one that can be changed from time to time ? 

Mr. Royster. Congressman Durham, I am informed by the experts 
behind me that it was revised and brought up to date as of January 1, 
1950. 

Mr. Duruam. Then we will know in the bill the list of commodities 
that the farmer, of course, has to purchase under it ? 

Mr. Royster. That is correct. 

Mr. Hermpurcer. That is correct. May I add to that that the cost 
factor which is provided in the bill—the cost of things that the farmer 
buys—is defined and stipulated in the Agricultural Adjustment Act 
of 1938. The particular commodities which make up the list of things 
going into the cost of what that the farmer buys is calculated from 
time to time by the technical people in the Department of Agricul- 
ture, so that it is a more or less up-to-date list of the things that the 
farmer is required to buy. As was pointed out, the latest revision 
became effective last January 1 and resulted in some changes in the 
parity at that time. 

Mr. Axssirr. Mr. Vance of the Virginia Farmers Union will now 
be heard. 


STATEMENT OF JOHN VANCE, VIRGINIA FARMERS UNION 


Mr. Vance. Mr, Chairman and members of the committee, and 
Members of Congress, I would like to make a short statement. I am 
president of the Virginia Farmers Union. I am authorized to speak 
for the National Farmers Union. 

I would like to say that the pending legislation, or, the proposed 
legislation, has been thoroughly considered by the National Wares 
Union and it has our 100-percent endorsement. 

Mr. Aspirr. Thank you very much. 

Mr. Warts. This average index of prices paid by the farmers is 
the index that for a number of years has been used in calculating the 
parity ? 

Mr. Hermevurcer. This is what is known as the parity index, which 
has been used since 1949 to compute parity. 

Mr. Warrs. It has changed a time or two? 

Mr. Hermpurcer. The things that go into it are changed from time 
to time. The legal definition and the legal existence is the same as it 
has been since enactment of the Agricultural Act of 1949. 
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Mr, Warts. This is not something that is dreamed up for this par- 
ticular piece of legislation—something that the Department of Agri- 
culture figures every year and has for a number of years; is that it? 

Mr. Hermpurcer. They compute it monthly and then work it out to 
an annual average. And it has been done under the same general 
formula since 1949. 

Mr. Warts. There will be no change in the way that they work 
it out? 

Mr. Hermporcer. No, sir; none whatever. 

Mr. Assirr. Does anyone else desire to be heard ? 


STATEMENT OF JACK SPAIN, ADMINISTRATIVE ASSISTANT TO 
SENATOR ERVIN 


Mr. Sparn. Mr. Chairman and members of the committee, Senator 
Ervin asked me to come over here, because it was not possible for 
him to do so, because of business in the Senate. He wanted to let all 
of you folks know that he was ready to do so, if it had been possible, 
He is quite interested in this. 

Mr. Asprrr. We know that the Senator is very much interested in 
this. 

Does anybody else want to be heard ? 


STATEMENT OF REV. EDWIN T. WILLIAMS 


Reverend Witu1aMs. Mr. Chairman and members of the committee, 
I have talked to a lot of farmers in the State of Virginia. 

I feel that this is something that the farmers themselves will be 
pleased with. And I feel that it will be of help to them, because I 
hate gained that impression in talking with a lot of the farmers. 

Mr. Aseitr. We are delighted to have you here and are always glad 
to hear from you. 

We should like to hear from you, Senator Jordan. 


STATEMENT OF HON. B. EVERETT JORDAN, A U.S. SENATOR FROM 
THE STATE OF NORTH CAROLINA 


Senator Jorpan. Mr. Chairman and members of the committee, and 
Members of Congress, I am glad to see this group of citizens here 
interested in this subject, from my State, as well as the other people 
from the other States. 

I will be most happy to cooperate with you in introducing this 
bill, with Senator Cooper as a cosponsor of this bill, which will be 
a nonpartisan bill, in the Senate. 

I think that we can get it passed all right. I will be glad to work 
with you in anv way I can, and I am sure that Senator Cooper will. 

Mr. Ansitrr. Thank you very much. 

Senator Cooper, do you have any statement to make? 
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STATEMENT OF HON. JOHN SHERMAN COOPER, A U.S. SENATOR 
FROM THE STATE OF KENTUCKY 


Senator Coorrr. I thank you, Mr. Chairman, for inviting us to this 
meeting. cs ‘ 

I do not think that I can add much to what my friend, Senator 
Jordan, has said. . | 

I might say with my colleague we will be glad to cooperate in any- 
way possible. 

Mr. Asesirr. Thank you. 

Do you want to be heard ? 


STATEMENT OF DAVID BATTAGLIA 


Mr. Barracuia. I represent Senator Kefauver. He regrets that he 
could not make the meeting today, but he is very much interested in 
this hearing. 

Mr. Aspirr. Thank you. 

Is there anyone else who should like to be heard ? 


STATEMENT OF MARSHALL CAIN 


Mr. Cary. Mr. Chairman, Senator Thurmond is very much inter- 
ested in this legislation and asked to be represented here. 

I, also, brought along a copy of the letter that Congressman Mc- 
Millan has introduced into the record, so it will not be necessary for 
me to do so. 

Mr. Aspirr. Thank you very much. 

Is there anyone else ¢ 


STATEMENT OF THOMAS CHADWICK 


Mr. Cuapwick. Mr. Chairman and members of the committee, 
Senator Johnston asked that I express his regret that he could not be 
here, but he is vitally interested in this legislation. 

Mr. Aspirr. Thank you very much. . 

We have been very glad to have heard from the members of this 
industry committee. We appreciate having this information. I 
assure you that we will do our very best to give it expeditious atten- 
tion. 

If there is nothing further, the hearing is adjourned. 

(Whereupon, at 3 p.m., the subcommittee recessed, to reconvene 
subject to the call of the Chair. ) 


51194—60——3 
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TUESDAY, JANUARY 26, 1960 


Housr or RePresen TATIVES, 
SUBCOMMITTEE ON ‘ToBAcco 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:15 a.m. in room 
1910, New House Office Building, Hon. Watkins M. Abbitt (chairman 
of the subcommittee ) presiding. 

Present: Representative Abbitt, McMillan, Bass, Jennings, Mat- 
thews, Stubblefield, Dague, Short, and Pirnie. 

Also present: Senator Jordan, Representatives Fountain, Lennon, 
Watts, and McIntire; Mrs. Christine S. Gallagher, clerk; Hyde H. 
Murray, assistant clerk; and John Heimburger, counsel. 

Mr. Ansrrr. The meeting will come to order. 

This hearing this morning is regarding several bills that have been 
introduced to stabilize support levels for tobacco against disruptive 
fluctuations and to provide for adjustment in such levels in relation 
to farm costs. 

We had a preliminary hearing some few days ago in which the in- 
dustry spokesmen outlined their views. Since that time, members of 
the subcommittee and others who are interested, both in the Senate 
and in the House, have tried to write a bill that they hope will be of 
help and satisfactory to everyone. 

I realize that most of us here have heard the views of the industry, 
but I think that it would be well first to hear from the representatives 
of the industry as to whether, in their opinion, the bills carry out what 
they have in mind. 

(H.R. 9664 follows:) is 

(Similar bills are: H.R. 9665, H.R. 9666, H.R. 9667, H.R. 9668, 
H.R. 9669, H.R. 9670, and H.R. 9671.) 


[H.R. 9664, 86th Cong., 2d sess.] 


A BILL To stabilize support levels for tobacco against disruptive fluctuations and to 
provide for adjustment in such levels in relation to farm cost 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title I of the Agricultural Act of 1949, 
as amended, is hereby further amended by adding at the end thereof a new 
section 106, as follows: 

“Sec. 106. Notwithstanding any of the provisions of section 101 of this Act: 
(a) For the 1960 crop of any kind of tobacco for which marketing quotas are 
in effect, or for which marketing quotas are not disapproved by producers, the 
support level in cents per pound shall be the level at which the 1959 crop of such 
kind of tobacco was supported, or if marketing quotas were disapproved for the 
1959 crop of such kind of tobacco, the level at which the 1959 crop of such kind 
of tobacco would have been supported if marketing quotas had been in effect. 
(b) For the 1961 crop and each subsequent crop of any kind of tobacco for which 
marketing quotas are in effect, or for which marketing quotas are not disap- 
proved by producers, the support level in cents per pound shall be determined 
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by adjusting the support level for the 1959 crop of such kind of tobacco, or ig 
marketing quotas were disapproved for the 1959 crop of such kind of tobacco 


the level at which the 1959 crop of such kind of tobacco would have been sup. 
ported if marketing quotas had been in effect, by multiplying such support leye] 
for the 1959 crop by the ratio of (i) the average of the index of prices paid by 
farmers, including wage rates, interest, and taxes, as defined in section 301 (a) 
(1)(C) of the Agricultural Adjustment Act of 1935, as amended, for the three 
calendar years immediately preceding the calendar year in which the marketing 
year begins for the crop for which the support level is being determined to (jj) 
the average index of such prices paid by farmers, including wage rates, interest. 


and taxes for the calendar year 1959.” 


Sec. 2. Section 101(e) of the Agricultural Adjustment Act of 1949 (63 Stat. 


os 


1051; 7 U.S.C. 1441(e)) and section 2 of the Act of July 28, 1945, as amended 


(59 Stat. 506; 7 U.S.C. 1312 note) are hereby deleted. 


Mr. Asprrr. First, I might say that Mr. Lynn, of the American 
Farm Bureau, called me this morning and said that he could not be 


present until later. He said that it might be about 11:30. 
that I have his statement read in the record. 


He asked 


I ask unanimous consent that the statement be read in the record 
at this point. I might add that Mr. Lynn is appearing for the Amer- 
ican Farm Bureau Federation and several State farm bureaus, and 


recommends the bill that has been introduced. 


(The prepared statement of John C. Lynn, legislative director, 


American Farm Bureau Federation, follows :) 


STATEMENT OF THE AMERICAN FARM BurEAU FEDERATION REGARDING H.R. 9664 
AND SIMILAR BILLS RELATING TO PRICE Support FoR TOBACCO 


(Presented by John C. Lynn, legislative director) 


‘he American Farm Bureau Federation, representing 1,602,117 farm families 
in 49 States and Puerto Rico, has a vital interest in helping develop sound 


programs for agriculture. 


During the past several years Farm Bureau members in the tobacco-producing 


States have wanted to improve the tobacco price support program. 


They have 


discussed the problems confronting tobacco growers with Farm Bureau leaders 
in States where no tobacco is produced, but where there is a keen interest in the 
principles that are to guide price support policies and programs. As a result of 
discussion at the county, State, and National level, the following policy was 
adopted by the elected voting delegates of the member State farm bureaus, at 
the 41st annual meeting of the American Farm Bureau in Chicago in December. 

“Recognizing that producers of the price-supported varieties of tobacco have 
shown a much greater willingness and ability to adjust production to market 
demand than the producers of most other price-supported commodities, we con- 


tinue to support the tobacco program. 


“We recommend that tobacco legislation be enacted (1) to maintain a con- 
tinuing program in tobacco and (2) to stabilize the price support of tobacco to 
prevent its spiraling due to a decline in prices of other agricultural commodities. 
We recommend that the tobacco support level in 1960 be the same as in 1959 
and that in subsequent years the support price be adjusted from the 1959 level 
in direct proportion to changes in prices paid by farmers for commodities pur- 


chased, using the previous 3-year moving average as a base.” 


Under this recommendation, price support for the marketing quota types of 
tobacco would be at the same dollars-and-cents level in 1960 as in 1959. 

In 1961 and subsequent years the 1959 support level would be adjusted upward 
or downward to the extent that a 3-year moving average of the index of prices 
farmers pay interest, taxes, and wage rates, deviates from the index figure for 


1959. 
H.R. 9664 and similar bills carry out the policy as outlined above. 
this legislation and urge its enactment into law. 


We support 


—— 
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Application of recommendations to F'lue-cured and burley tobacco 


Cents 

as per 

1959 support prices : pound 

Flue-cured_---- ss sik ei tind ba al BU aS a cal peeth olear 55. 5 

5 € 

Reg ok 23 nd oe nn ne cen che ana wes be snnee sais 57.2 
1960 support prices; 

SIN eis canine str emg pn de nachiatpeant a dma in ah aeia ae 5D. 5 

x7 o 

Burley... -- 0 ee se i oe i seen eens oT. 2 


Illustrative computation of 1961-62 support prices 
1 J Di I 


Index of prices 
paid, interest, tares, 
and wage rates 
(1910—14=100) 


hed io en se risen ae a nscale Sala alias a ieee ‘iach (isi cw sagietlerael tits 293 
eer terete ee 298 
Ns itt a a a eh a aa 7308 
e.vear average, 1966-00__._..............- =~ 22-5 -- === was epewin gata 300 


1 Assumed for illustrative purposes only. 


On the basis of the above illustrative figures, the 1961 adjustment factor would 
be 1.01, since the indicated 3-year (1958-60) index average of 300 is 101 percent 
of the 1959 index of 298. 

Therefore, 1961 support prices would be the 1959 support price of 55.5 cents 
times the adjustment factor of 1.01, or 56.1 cents for Flue-cured, and the 1959 
support price of 57.2 cents times the adjustment factor of 1.01, or 57.8 cents for 
burley. ; 

In 1962 the adjustment factor would be computed on the basis of the relation- 
ship of the 1959-61 average index of prices paid, interest, taxes, and wage rates 
to the 1959 base. For example: 

Inder of prices 
paid, interest, tares, 
and wage rates 
(1910-—14=100) 


1959___ . cacitecbsctbes caste cite ila vtiniceslacmiel cat Mania ae o_o 298 
1960 : ; Se a cee +308 
1961__- — coiesitetpan lik scion apse leap sha i ae ae 
S-year average, 1060-61... 5. en cc weendneee 306 


issumed for illustrative purposes only. 


In this case the adjustment factor would be 1.03, since the indicated 3-year 
(1959-61) average index of 306 is 103 percent of the 1959 index of 298. On the 
basis of the above illustrative figures, the 1962 support prices would be the 1959 
support price of 55.5 cents per pound times the adjustment factor of 1.03, or 57.2 
cents for Flue-cured, and the 1959 support price of 57.2 cents times the adjust- 
ment faetor of 1.03, or 58.9 cents for burley. 

The purpose of Farm Bureau’s recommendations is to stabilize support levels 
for tobacco against disruptive fluctations and the upward bias that has resulted 
from interaction of the modernized parity formula and existing programs; but to 
permit adjustments for changes in farm costs. 

A 3-year moving average of the prices-paid index will tend to be more stable 
than yearly or monthly figures. This is illustrated by the following data: 


Index of 3-year moving average 
prices paid, patel a 
Year interest, 
taxes, and 
wage rates Years Average 


(1910-14=100 


1950 ‘ joded ; —— O06 Fe sn oti st i iets 
1951 282 ce site 
1952 287 | 1950-52 275 
1953 277 | 1951-53 282 
1954... 277 1952-54 280 
1955, : ‘ 276} 1953-55 277 
1956 a 278 1954-56 O77 
1957... .. ; P wand 286] 1955-57 | 280 
1958 J i 293 1956-58 286 
1959 : Loe 298 1957-59 292 
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It is important that we continue to review the tobacco program for the pur- 
pose of insuring that the price support and adjustment provisions of the law 
meet the needs of tobacco producers in this ever changing domestic and foreign 
situation. 

Mr. Ansrrr. Our next witness will be Mr. Fred Royster, who is the 
cochairman of the Tobacco Industry Committee. 

Will you come forward at this time, Mr. Royster? We shall be 


delighted to hear from you. 


TATEMENT OF FRED ROYSTER, COCHAIRMAN, TOBACCO INDUSTRY 
COMMITTEE 


Mr. Royster. Thank you, Mr. Chairman and members of the com- 
mittee. 

We appreciate the opportunity of appearing this morning to present 
our views on the proposed legislation which would stabilize the sup- 
port - ices for tobacco. 

[ should like to say that Mr. St. Clair, cochairman of the Tobacco 
Industry Committee, is not present this morning because of an en- 
gagement that he made some months ago. Immedi: ately after I 
le arned of this hearing I contacted Mr. St. Clair by telephone, and 
he asked me to explain his absence. However, Mr. Jack Welch, who 
is chairman of the tobacco committee of the Kentuc ‘ky Farm Bureau— 
Mr. St. Clair being the president of the Kentucky Farm Bureau—is 
present, and I would be honored if he were permitted to come for- 
ward and sit with me. 

Mr. Aspsirr. We are delighted to have you here, Mr. Welch. We 
are always pleased to have you give us the benefit of your views, 

Mr. Royster. I would observe that he is not the second te am quar- 
terback of the team to Mr. St. Clair. They are alternate quarter- 
backs. 

I have examined, gentlemen, the legislation. I have discussed it 
with other members of the industry committee. It is our opinion that 
the legislation does achieve the proposal that was submitted to the 
Members of Congress on ee of a week ago. 

I do not know, Mr. Chairman, how much detail you would like 
for us to go into, whe a or not the matter is well understood by the 
tobacco committee, as to what we are trying to do; whether the record 
is already sufficient ip that respect; and that it would suflice with the 
statement that I have made that we think that the legislation does 
do what we intend it to do. 

Mr. Assrrr. I think the record is fairly clear what you had in 
mind, but there are some members of this subcommittee who may not 
be quite as well acquainted with the matter as others; therefore, it 
might be well if you would state just as briefly as possible what it 
does, and then there m: vy be members of the committee who desire to 
ask some questions. 

They might have some thoughts in their minds on this legislation. 

Mr. Royster. I will be h: appy to do so. 

I think, Mr. Chairman, probably the easiest way to get into the 
record what we are attempting to do would be simply to put the state- 
ment that the Tobacco Industry Committee unanimously approved on 
January 1, 1960, which is as follows: 
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We recommend that tobacco legislation be enacted (1) to maintain a con- 
tinuing program in tobacco and (2) to stabilize the price support of tobacco to 
prevent its spiraling due to a decline in prices of other agricultural com- 
modities. We recommend that the tobacco support level in 1960 be the same 
as in 1959 and that in subsequent years the support price be adjusted from 
the 1959 level in direct proportion to changes in prices paid by farmers for com- 
modities purchased, using the previous 3-year moving average as a base. 

As I have indicated, the proposed bill we think achieves those ob- 
iectives. We think that it will bring stability to the market, which 
is highly desirable from the standpoint of the export trade, and also 
desirable from the standpoint of the domestic trade. 

As the proposal suggests, the bill provides after 1960 when the 
support price would be changed upward or downward in direct rela- 
tionship to the fluctuation or movement in the index of the things that 
the farmer must buy to produce the crop. 

We think that that is an eminently fair approach to it, and that 
it will do much to stabilize the market in order that we might maintain 
our present export markets. And it is our opinion that if this legis- 
ation is passed, we will be able to increase our export markets. 

I myself think that we would be able, in the case of Flue-cured to- 
bacco. to increase it approximately 10 percent within a matter of 1 
year or, certainly 2 years, 

Of course, we have made quite remarkable progress in the tobacco 
program in 1959. We think that this attests to the soundness of the 
program. ; . Pigs : J 

In that connection, I should like to put this information into the 
recor¢ | . 

In the case of Flue-cured tobacco, the 1959 production was 1,678 
million pounds. 

The average price per pound was approximately 58 cents. 

The Stabilization Corporation which administers the support price 
for the Commodity Credit Corporation received from the 1959 crop 
only 55 million pounds, or approximately 5 percent of the crop, where- 
as In 1958 they received 145 million pounds, or approximately 13 
percent of the crop. 

In total pounds, the receipts going upder loan in 1959 were the 
smallest that they have ever been in the history of the program, begin- 
ning in 1946. 

The stabilization sales in 1959 were 174 million pounds, which means 
that we had a net reduction in those stocks of 119 million pounds, or 
they were 17.5 percent below what they were at the end of 1958. 

As of January 1, they held total stocks of 561 million pounds. 

The indications now are that there will be other sales of an important 
nature in the not too distant future from those stocks. 

As to total supplies of Flue-cured, we have reduced that by approx- 
imately 400 million pounds during the past 3 years. We are rapidly 
approaching the point where supplies are in line with demand. 

In the case of burley, the 1959 production was just over 500 million 
pounds. 

The average price was approximately 60 cents. The support level 
was 57.2 cents per pound. 

Only about 2.5 percent of the burley crop was placed under Com- 
modity Credit Corporation loan, 
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The cooper: atives in the burley industry have had phenomenal 
sales during 1959. They sold approximately 200 million pounds since 
November 30, Pa until that corresponding time in 1959. Their 
holdings now—lI do not have the exact figure ae in the neighbor- 
hood of some 75 or 80 million pounds of old stock, which is at a low 
point, the lowest point for a number of years in the case of burley. 

Burley has ae ced by 110 million pounds from the peak holding os of 
October 1, 1 

Exports ot hatter in 1959 were 35 million pounds, which is a high 
since the years 1953 and 1954. 

Mr. Chairman, I think that those statistics verify the fundamental 
soundness of the tobacco program, and I repeat that if we can 
secure this legislation, it is the opinion of the industry that we will 
be on a sound, solid basis for a considerable period of time to come. 

Mr. Azsrrr. Mr. Royster, mah have made a splendid report, and I 
am plea ised to have it. 

It is your opinion that we would be in a better position so far as our 
tobacco program is concerned if this egiee — is enacted ? 

Mr. Roysrer. Mr. Chairman, that is right; that is definitely my 
opinion. 

I think insofar as anything can be a certainty, that is a certainty, 
that we will fu Secale ate: our position in 1960. 

It is my opinion that the domestic consumption would continue 
to increase in 1960, 

I have already said that if we can secure this legislation, we will 
improve our export position in 1960. 

Mr. Areirr. Are there any questions 

Mr. Mel NTIRE. [| have one. 


‘ : ees ey eat kis ‘i 
Am I correct In Making this ovserva ion, that within the method by 

which calculations are made Wn the parity concept fhat prices ven- 
i et 1 ! ! oi } ee hs 

erally in agriculture have de ed, and you found your prices being 


forced up / 

Mr. Royst1 R. ‘| hat is correct. 

Mr. nee [ shall not attempt to ask you why that is. It is 
a fact, however, in your opinion ? 

Mr. Roysrer. Well, it does work that way, Congressman McIntire, 
and it is not difficult to explain. 

Mr. McIniirv. No, we will accept that, because what I really want 
to get to 1s another quest ion. 

he idea of this legislation would be that you would use a factor 
1959 price as the base ? 

Mr. Roysrer. That is correct ; asthe support price. 

Mr. McIntire. The s ipport level. And then the costs to which 
the farmer is subjected and which he must recognize are to be the 
elemen it by which the fac tor of this price is above or below the 1959 
level ¢ 

Mr. Roysrer. Yes, sir. 

Mr. McIntme. These costs which are fundamental, I expect will 
be found in the schedule which will be used to determine the in- 
dex ? 

Mr. Royster. If I may, since the bill refers to the section dealing 
with that, I would like to refer your question to the counsel of the 
committee, who is in a better position to answer it than Iam. 
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There are certain items that the bill states, the average index of 
such prices paid by farmers, including wage rates, interest, and taxes 
for the calendar year 1959. 

Mr. McIntire. I was interested in this word “including,” and I 
wonder if you would expand on that a little bit as to what ‘the other 
factors might be. 

Do you have an idea of what the other factors would be? 

Mr. Royster. As I have indicated, if it is agreeable I should like 
for your committee counsel to answer that. 

Mr. Averrr. Will you answer that, Mr. Heimburger ? 

Mr. Hemrvrcer. Mr. Chairman, the index of prices referred to in 
this bill is the same index of prices which is used in computing the 
parity for all agricultural commodities, and there will be no dif- 
ference s. 

Mr. Anprrr. It will not change the index ? 

Mr. ie rcer. This refers to the index prices that are set out 
in section 301(a)1(e) of the Agricultural Act of 1938, which is the 
parity index. Itis very brief. I will read it, Mr. Chairman. 

The “parity index” as of any date, shall be the ratio of (i) the general level 
of prices for articles and services that farmers buy, wages paid hired farm 


ibor, interest on farm indebtedness secured by farm real estate, and taxes on 
“te real estate, for the calendar month ending last before such date to (ii) 
the general level of such prices, wages, rates, and taxes during the period Jan- 


uary 1910 to December 1914, inclusive. 

Phe reference in the bill here to wages, rates, interest and taxes, et 
cetera, is mere explanatory surplusage. 

The reference to subsection 301(a)1(C) in the Agricultural Ad- 
justment Act of 1938 would have been sufficient. It is the index used 
to con npute the parity of all agricultural commodities. 

This index does contain a large number of items that the farmers 
buy that IT am not prepared to mention in detail. I thmk there are 
over 100 of these items included in th ao lex 

Mr. McIntire. The difference, then, between this method of calcu- 
lation of what the price will be and the present method of calculating 
the support price—I mean, you go back to the parity mdex—where 
do you divert from the present method in arriving at the basic price 
in this bill toestablish that? 

Mr. Herpureer. Mr. Chairman, I will undertake to do that. It 
is a rather complicated process. If you do not mind, I will stand up. 

The present method of computing parity uses the parity index 
which was referred to in this bill to figure the parity price of all 
agricultural commodities, but to reach the parity price—I mean on 
the individual agricultural commodity—the moving average, the mar- 
ket price of the last 10 years, is factored in, so that the result that you 
mentioned at the start of your questioning here is achieved. 

It has the effect, since parity for all agricultural commodities must 
be at a certain level, as indicated by the index, if the moving 10-year 
average for certain commodities is below that average parity figure, 
obviously the price of other agricultural commodities must be higher 
than the average, having had a higher market price in the most recent 
10 years. 

That is what has happened to tobacco, it having had a good market, 
While other commodities have been on a declining market. It has 
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been artificially pushed up, even higher than its market average would 
indicate above the general parity price. 

Basically, the effect of this bill, as I see it, Mr. McIntire, is to 
practic: ally put tobacco back on the old parity Sete ition where the 
parity index is applied to a base price for each commodity, and each 
commodity is figured separately, without relationship to the others, 

Mr. McIntire. This is preliminary to what I would like to ask 

specifically on thi it. lf you are on an escalator at the present time 
you are Tot comp! te ly off t he escalator with this bill, bee “ause as the 
costs go up, the ae to your ability to st abilize your pricing is in and 
around your 1959 level, in your attempt to bring this part of your 
relationship in line with world prices 

The key to this is the stability of these cost factors from here on 
out, because in the inflation of these cost factors, your prices would 

ise above your 1959 level and distort thy picture in relation to the 
foreion markets, just as much, } erhaps hot precisely in the same de- 
eree, but just about as much as the present formula is putting you 
out of position. . 

Is that a fair observation ? 

Mr. Roysrer. I would like to offer this observation in connection 
W ith that. Mr. McIntire. 

When you eliminate from the computation two things, and Mr. 
Heimburger has just mentioned the 10-year moving average and the 
relationship of it to the price s of your other basic agricultural com- 
lities, you eliminate, certainly, the major difficulty. 

As to the statement that you made, if your index continues up- 
ward, it would result in some upward adjustment of the price. 

However, as a safeguard against, certainly, any substantial change 
in the foreseeable future. the bill provides that the index shall be 
taken for the 3 preceding calendar years. 

That. would prevent wide fluctuations in either direction, either 
upw ard or down iW ard. 

We think that this is very desirable as a feature in the bill. My 
understanding is that from the best information now available, that 
your 1961 support price would probably be identical, or substantially 
so, with your 1959 and en port price. 

We think, in the industry, that this bill will give us sufficient sta- 
bility to achieve the desited result in connection, primarily, with the 
export market, but, of course, we are tremendously concerned with 
the domestic market. 

Mr. McIntire. Thank you very much. 

Mr. Aspirr. Mr. Cole, do you have anything that you would like 
to add to this particular explanation as presented? You might want 
to add something to the explanation that Mr. Heimburger just gave. 

Do you have anything, Mr. Andrews? 

Mr. Anprews. We have something to add. 

Mr. Agzrrr. We will be glad to hear from you. 
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STATEMENT OF B. G. ANDREWS, TOBACCO DIVISION, COMMODITY 
STABILIZATION SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Anprews. Mr. Chairman and gentlemen of the committee, let 
me review the statistical computation. As we see this legislation that 
would apply for 1960 and 1961 the price-support level for Flue-cured 
tobacco. . 

Of course, the 1960 support level for flue-cured tobacco under this 
bill would be the same as the 1959 price-support level in dollars and 
cents, and that level was 55 cents per pound. 

Then beginning with the 1961 crop the support level would be 
determined as follows: we would get the preyear moving average 
of the price flow paid, in the index, which includes wage rates s, n- 
come taxes, and interest of the previous 3 years, That would include 
the annual index for 1958 which was 293, the annual index for 1959 
which was 298. And at this time we do not have the annual index 
for 1960. So if I could use a figure that is not an official estimate, but 
just for purposes of explaining how the bill would work, I would use 
an index of 303, which is indie ating a continuation of the trend that 
we have had for the past 5 years. 

Again, that is not a projection, an official projection for 1960, by 
any means. lam just using it for expl ination. 

‘Then the average of those 3 years’ annual index of price paid by 
the farmers would be 298. ‘This would be related in direct relation- 
ship to the annual index for 1959 which was also 298. 

Therefore, when you relate these two figures you get a ratio of 1 
or 100 percent relat ionship. 

The 1959 dollars-and-cents support level of 55.5 would then be 
changed by 100 percent, or this ratio of 1, which would mean that the 
1961 price-support level would remain steady at the 1959 support 
level and also at the 1960 level of 55.5 cents. 

Mr. Assrrr. The only way that would change would be if the 1960 
estimate went up a little bit or it came down a little bit? 

Mr. Anprews. If it went up it would change the 3-year moving 
average higher than the 298, which was your 1959 index, or if it went 
down suflicient. to change your average below 298, it would reduce 
your 1961 price-support level. 

Mr. Assrrr. ‘The price support for 1961 would depend upon 1960 as 
to whether the estimate went up or down. 

Mr. Anprews. At this time, because 1958 and 1959 are firm figures. 
I may add that continuing with this legislation that for 1961 and 
subsequent crops the 3-year average annual index of prices paid for 
1961 would be the 1959, the 1960, and 1961 annual index average 
related again to your 1959 annual index to get this relationship to be 
applied back to your 1959 price-support level 

Mr. McIntire. I have one further question. Could I ask Mr. 
Andrews this question / 

Mr. Anpirr. Yes. 

Mr. McInrirr. It is quite obvious from your observation that it 
would bring about a substantially narrower degree of variation than 
would be the case if you continued on the present basis of arriving at 
the price-support level ¢ 

Mr. Anprews. Yes, sir. 
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Mr. McIntire. According to the figures you have given here, 1958- 
59 moved up 5 points in 1959-60. So the average for 1961 would be 
the average for 1959. On the other hand, is it fair to say that the sue- 
cess of this approach in relation to the need of the tobacco industry to 
meet current market levels, and so forth, depends on an element of 
price stability in this country, inasmuch as any undue escalation of 
the pricing factors of the structure in this country will throw this 
approach out of line, having a similar effect as does the present 
method of calculations. In other words, machinery costs, interest, 
taxes, if they move up, which is only 5 points each a year as here- 
tofore—that is 5 points, not percentage points—they would contribute 
to an unstable situation which will reflect an escalation of pr ices this 
year, not substi intial perhaps, but certainly an escalation as 1s peculiar 
to today’s present method of calculation 4 

Mr. Anprews. Yes, sir. I would say that any substantial increase 
in the index or the prices p aid would give a minimum Increase in your 
price-support level under that assumption. 

I might add, Congressman MelIntire, that this index as it has been 
defined for the past 12 months—and it is now on a monthly basis as 
well as an annual basis for the 12 months—that index has fluctuated 
very little. 

On January 1, 1959, the index was 298. And in December of 
1959 the index was 297. But for 1959 as an annual index it was 
298. 

And even though this index for the past 2 years has gone up, 
as you have indicated 5 points each a year, maybe, an average, the 
department has not projected what this index may do in the next 
few years, but if it would continue up 5 points, the provisions of 
this bill would minimize the change in your price support. level 
over those years. 

Mr. McIntire. Is it a fact that the magic in this bill in rela- 
tion to stabilizing prices for the tobacco industry rests in the sta- 
bility in the overall economy ? 

Mr. Anprews. Yes. 

Mr. McIntire. Because the escalator is in here. It is in here to 
throw your price support out of line—not quite as much as before— 
but it 1s a fact that that esculator is in here just as much. Is that 
a fair observation ? 

Mr. Anprews. You say escalator. Of course, this bill may change 
in your price support level in direct relation to the change in the 
3-year moving average of prices paid by farmers for the 1959 level 
of prices paid. So that in the current modernized parity, it has 
been said that our prices are escalating because of the effect of other 
facts other than prices paid by the farmers. That escalation is not 
in this legislation. 

Mr. McIntme. Tappreciate that. Thank you. 

Mr. Anprews. Would you like me to add that this proposed bill 
does remove two of those factors within modernized parity that 
are boosting abnormally—I will use that word—tobacco prices, and 
those two factors are, first, the increasing moving aver age of tobac- 
co prices, and the recent 10-year moving average prices received 
for all agriculture produce as they relate to each other in that. re- 
lationship and therefore, by stabilizing this price at the 1959 level 
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and then moving it up or down only in direct relationship to the 
change in the prices paid by the farmers on an annual basis then 
that part of the escalation has been removed. 

Mr. Apssirt. Thank you very much, Mr. Andrews. Congressman 
Watts. 

Mr. Warts. I would address myself to Mr. McIntire’s first ques- 
tion. Under this legislation that is being proposed there would be 
no increase in the support price of tobacco unless the costs the farm- 
ers have to pay went up. 

Under the law as it exists today if the price that the farmer 
has to pay for the commodity that he has to buy should be frozen 
in the next 4 or 5 years, you would find under this modernized 
parity that the support price of tobacco would go up some 7 or 8 
cents irrespective of the fact that there was no increase in production. 

I do not want to tie myself up to the proposition where the farmer, 
if the price goes up for the things that he buys, that the price of 
the tobacco will not go with it. I want it to go up as the costs of 
production go up—I want it to go up and down with it. 

What we have tried to do, as I understand it, is to get tobacco onto 
a basis where the support price directly relates to the increase or de- 
erease in the costs of production. If our production gets so high in 
this country that we have to have an increase in support price, then, 
certainly, our farmers cannot be expected to stand idle. 

But, as Mr. Andrews said, we are disposing of some factors of which 
we had no control, which advanced at a rate which was much faster 
than the 5 points that you referred to. 

If the index shows a 5-point increase ' we e would have to go up to 10, 
would we not, and maybe more each ye And if that continues to 
be allowed to operate, why, certainly, i$ w wtih force the price of to- 
bacco out of the market. 

What we are seeking to do, and if I am wrong correct me, is to get. 
ourselves tied back to the cost-of- living increase as it relates to the 
cost of production, based on the starting point of 1959 and an average 
of the last 3 preceding } years. 

Mr. Aserrr. Thank you very much. 

Mr. Warrs. I do not know whether I have added anything to.this 
ornot. I thank you. 

Mr. Anprrr. We appreciate your comments. 

Mr, Marrrews. I think that this discussion is-very clear in my own 
mind. I should like to ask Mr. Andrews this question. The index 
price paid in the past years, the wage rates, and so forth, by the 
farmers are based on the 1910 and 1914 figures; and for 1959 that fig- 
ure was 298. I was just wondering, would that indicate that the cost 
of production for the farmer has increased nearly 200 percent ? 

Mr. Anprews. Yes, sir. 

Mr. Marruews. That is my only question. 

Mr. Anpirr. Are there any questions that you would like to ask, 
Senator ? 

Senator Jorpan. No, not at this time. 

_ Mr. Marruews. Did you say that it increased that much. It did 
increase 200 percent, did it not / 

Mr. Anprews. Yes. 

Mr. Marruews. Thank you. 
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Mr. Royster. May I make this further statement on this immediate 
point ? 

Mr, Appsirr. Yes. 

Mr. Roysrer. I do not think up until this time that the export 
markets for American-grown tobacco have suffered, certainly not sub- 
stantially, because our price was right. I think that the record sub- 
stantiates that statement. 

We have maintained our exports on a total level about. where they 
were 10 years ago, or for the 10-year period. It is true that we have 
not shared percentagewise in the total world exports to that extent, 
but there are a number of factors, completely aside from price, that 
has entered into that. And what you are actually faced with, it seems 
to me, is a situation where the prices of American-grown tobacco is 
more or less the barometer for the world price. I think that the ree- 
ord pretty well bears that out. 

As our prices have increased, in the main, the prices of tobacco 
grown in the other countries of the world have increased. 

I do think that we are at a point where it is highly desirable that 
we not continue, certainly, by the method that is being used, the in- 
crease in prices. 

And I wish to say again, Mr. Chairman and gentlemen, that it is 
the opinion of the tobacco industry that this bill will be of great 
benefit in that direction. 

Mr. Apprrr. We, certainly, thank you, Mr. Royster, for that very 
fine statement. 

Senator Jordan, do you have any questions ? 

Senator Jorpan. No. But I would like to concur in that statement 
that the information that I have received here this morning is very 
helpful to me and probably, I will be asked about some of the points 
that have been brought up here. 

Mr. Apsirr. I understand that Senator Cooper’s administrative 
assistant is here. Do you have any statement that you desire to 
make ? 


STATEMENT OF BAILEY GUARD, LEGISLATIVE ASSISTANT TO 
SENATOR JOHN SHERMAN COOPER, OF THE STATE OF KENTUCKY 


Mr. Guarp. Mr. Chairman and members of the committee, Senator 
Cooper did attend the last meeting of the Senate subcommittee, and 
would very much like to be here today but, however, he has caught a 
touch of this flu which is going around, and his doctor is trying, with 
limited success, to keep him home. 

With Senator Jordan, Senator Cooper has introduced in the Senate 
a bill identical to H.R. 9664. As a new member of the Committee 
on Agriculture of the Senate, Senator Cooper will join Senator 
Jordan—representing the voice of two great types of tobacco—asking 
that the Senate Committee on Agriculture consider it at an early date, 
that is, the measure in which you are all joined. 

I also would like to say that Senator Cooper greatly appreciates 
the constructive work of this subcommittee, which, on tobacco pro- 
posals, takes the testimony, and helps make clear for the record, the 
facts in which the Congress can act. 
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Mr. Assirr. Thank you very much. We appreciate that state- 
ment. _ 5 
We will be glad to hear from you now, Mr. Welch. 


STATEMENT OF JACK WELCH, KENTUCKY FARM BUREAU 
FEDERATION 


Mr. Wetcu. Mr. Chairman and members of the committee, I ap- 
preciate very much being here. I am here on behalf of Mr, St. Clair 
who is quite a busy man. 

About all I have to say is that we are, certainly, in accord with this 
bill and would like to see it become law. 

I do not know that I ever worked on a tobacco bill in my life, 
which covers several years, that is of more interest than this bill and, 
especially, down home, where I have heard no opposition to the bill 
that I know of. 

We are very much in accord with it. Thank you. 

Mr. Aserrr. Thank you very much. We appreciate your being 
here. 

Mr. Roysrer. Mr. Chairman, I should like to insert in the record 
a list of the organizations in support of this proposition and, also to say 
that the fact that more of these people are not here present in person 
this morning does not indicate at all that they are not heartily for this 
legislation. It was the feeling of those in the group that contacted, 
that were contacted, after I was notified of this hearing, unless it was 
absolutely necessary that they be here, that they would let the cofield 
chairman present the matter for the committee on this occasion. How- 
ever, there is present the distinguished president of the North Carolina 
Farm Bureau and, probably, some of them which I have not seen here 
this morning. 

Mr. Aspirr. Several of them have contacted me. I told them that 
the cochairmen would be here. 

[ think it would be well for you to insert in the record the list of 
those organizations. I would like for you to show who did attend the 
last meeting that we had of the subcommittee who did present their 
views. You can give that list to the reporter for insertion in the 
record. 

(The list entitled “Organizations Supporting Proposed Tobacco 
Legislation” may be found on p. 10, of the hearing held January 14, 
1960. ) 

Mr. Royster. I am afraid that I do not have an accurate list of 
those who attended before. However, practically all of the organi- 
zations listed as being members of this committee were in attendance 
at the meeting on Thursday, a week ago. 

I would like to further say this, that all of these organizations have 
been informed as to the developments by the cochairman—all of them 
were advised of this meeting this morning. And the ones that were 
contacted expressed themselves, of course, as being wholeheartedly in 
favor of the bill. 

Mr. Asprrr. Thank you very much. 

Mr. Royster. Thank you. 

Mr. Assrrr. I have next on the list of witnesses Mr. John Vance, of 
the Virginia Farmers Union. 
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STATEMENT OF JOHN BAKER, ON BEHALF OF JOHN B. VANCE, OF 
VIRGINIA FARMERS UNION 


Mr. Baxer. Mr. Chairman and gentlemen of the committee, as you 
know, Mr. Vance planned right up to the last minute to get here for 
your hearings. However, something came up and he is still in Rich- 
mond. So he called and dictated his statement and I am prepared to 
read it into the record at this time. 

Mr. Assirr. We will be glad to have that done. We appreciate 
getting his statement. 

Mr. Baxer. Mr. Chairman, it is a real pleasure, in addition to 
reading his statement, to have the opportunity to participate in this 
subcommittee hearing. Back in September our national board 
adopted a very strongly worded resolution in favor of doing every- 
thing that we can to bring about unanimity of the farm groups in our 
presentation of our position to congressional committees. And this 
is the first example of a hearing in the House committee this morn- 
ing of complete unanimity on the tobacco question, which is of con- 
siderable gratification to all of us in the National Farmers Union, 

Mr. Vance’s statement follows: 

Mr. Chairman and members of the committee, for the record, my name is 
John B. Vance. I am president of the Virginia Farmers Union and a member 
of the board of directors of the National Farmers Union. I am appearing 
before the committee as a representative of both of these organizations. 

As the committee knows, Farmers Union has supported the 90-percent-of- 
parity tobacco price support program for many years. We have been mindful 
of the tremendous benefits this program has been—and is—to our tobacco 
growers and only wish that the growers of other agricultural commodities 
were afforded similar price stabilization measures. 

Last year the Farmers Union was one of the sponsors of legislation some- 
what similar to that being considered here today, which, as the committee 
knows, was passed by the Congress but later vetoed by the President. We are, 
of course, highly gratified and delighted that the principal opposition to the 
tobacco stabilization bill last year has now approved the measure under con- 
sideration which, in our opinion, is an even better bill than the bill passed by 
the Congress last year. 

Mr. Chairman, Farmers Union is glad to lend its support to H.R. 9664 and 
respectfully urges that the bill be favorably reported by the Tobacco Sub- 
committee and subsequently enacted into law. We have carefully studied the 
effects of this bill and are convinced that it is in the best interest of the 
tobacco producers of our .country ‘and of the entire tobacco industry as well. 

I would like to take this opportunity, Mr. Chairman, to express our gratitude 
and appreciation to this committee for your fine work on behalf of our tobacco 
farmers and for your untiring efforts to protect the best interests of the pro- 
ducers of this highly important agricultural commodity. 


Mr. Assrrr. Thank you very much, Mr. Baker, for that splendid 
statement. You speak for the National Farmers Union? 

Mr. Baker. Yes, sir. 

Mr. Aspirr. Any questions? 

We have next a representative from the Grange. We appreciate 
very much your coming here, Mr. Battles. 


STATEMENT OF ROY BATTLES, ASSISTANT TO THE MASTER, 
NATIONAL GRANGE 


Mr. Barries. Thank you, Mr. Chairman and members of the 
committee. 
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My name is Roy Battles and I am assistant to the master of the 
National Grange. 

Our organization is honored to have the opportunity of coming 
before you and expressing our support of this bill, H.R. 9664, and the 
related bill. 

Mr. T. W. Allen of Creedmoor, N.C., chairman of the National 
Grange tobacco committee, was here a week ago Thursday and ex- 
pressed : at that time our belief i in the principles « contained in this bill 
and as it finally evolved. In following this meeting our National 
Grange exec utive committee reaffirmed our position which was estab- 
lished by the delegate body of the National Grange at Long Beach, 

Calif.. in November. A brief resolution adopted by our delegate body 
ae as follows: 

Resolved, That the National Grange stay their continuation of the present 
tobacco production control program and recommend that the support price 
for tobacco be stabilized at a level not less than the 1958 support price and not 
more than the 1959 support price until the index prices paid by farmers carry 
it above the 1959 support price. 

This legislation, of course, as I have said, confirms this policy on 
the part of the Grange. 

I will not repeat, Mr. Chairman, our understanding of the techni- 
calities for this legislation except to say that we feel that it will help 
us = our foreign markets and our domestic markets to some 
degree by keeping prices more stable than they would otherwise be— 
to some degree it will reduce the incentive for expanding production 
on the part of the tobacco growers and at the same time vield a fair 
return to the producers and, in general, stabilize the tobacco industry. 

Likewise, we supported the “bill last year which was somewhat 
similar to this bill. But we, also, feel oe this bill perhaps, is an 
improvement on the bill that we had a year ago. 

So we would like to commend the cmmanities now for its considera- 
tion of this new approach to helping the tobacco farmers of America. 

Mr. Asprrr. Thank you very much for coming here and giving us 
that statement. 

Mr. Barries. Thank you. . 

Mr. Anpirr. We are always glad to have you here. 

I understand that Mr. Charles Cole is here with Mr, Andrews and 
Mr. Todd. I understand that the Department is not in a position to 
state its position due to the fact that the matter is now before the Bu- 
reau of the Budget or somewhere along the line. I think it would be 
well for you two. gentlemen, however, to come forward and make any 
statement you desire. There may be questions that some of the 
members might want. to ask you. 


STATEMENT OF CHARLES COLE, ASSISTANT TO DIRECTOR OF TO- 
BACCO DIVISION; ACCOMPANIED BY B. G. ANDREWS AND JOE 
TODD, TOBACCO DIVISION, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Cote. I am Charles Cole, assistant to Mr. Williams. It was 
impossible for Mr. Williams to be here. He would certainly have 
enjoyed being over here and going through the bill and explaining it 
to you as to what it contains. 
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I have brought along Mr. Andrews, whom you have heard before, a 
while ago, and Mr. Todd, to answer any questions that you may have, 
_ Mr. Royster, I believe, covered the subject along with Mr. Andrews 
in the questions. I believe we have a fairly clear understanding of 
the proposed bill, H.R. 9664. 

If there are other questions, Mr. Chairman, we will answer them. 

Mr. Assrrr. I understand, Mr. Cole, that while the Department is 
not in a position to state its position, that the attorneys of the Depart- 
ment have gone over the language very carefully. And as a matter of 
fact, in the thinking of the attorneys, this bill does carry the recom- 
mendation of the industry committee. 

Mr. Corr. Yes, that is correct—that is very true. 

Mr. Appirr. Are there any further questions? 

Mr. McIntire. I am wondering if it might be possible for the gen- 
tlemen from the Department to take the table that was discussed for 
1958-59 and 1960, that which would indicate the trend of price levels 
for 1959, which was 55.5 cents for flue-cured tobacco and 57.2 for 
burley in 1959. Take these price levels and compare them with the 
price levels under the terms of this bill; that is, with the price levels 
which would otherwise have been projected through the existing cal- 
culations under the present price support law. Have this together 
with the percentage of parity comparison which might be incident to 
the pricing comparison. Could that be a part of the record? 

Mr. Azpsirr. That will be fine. You can prepare that and submit it 
as a part of the record. 

Mr. McIntire. I am interested to see how much we are accom- 
plishing. 

Mr. Anprews. Let me add that we would be glad to present some 
figures for the record. There again I would like to say that in pro- 
jecting on the modernized parity we also must estimate several other 
factors that would go into this figure, and even though we might make 
some comparison it could only be examples and not an indication of 
what the Department thinks these things would be for 1960-61 or any 
future crop. 

I might also add, Congressman McIntire, that should our index of 
prices paid, including wages, taxes, and interest, go up, such as the 
figure I have indicated here for modernized parity to be 302 in 1960, 
then our modernized parity for flue-cured tobacco, assuming the other 
factors, of course, to be a continuation of the trend in the prices re- 
ceived for all agricultural commodities, would probably increase at the 

rate of 114 centsa year. This means that the 55.5 cents for flue-cured 
tobacco in 1959, which is our current level, may go up to 57 or 57.3 
cents per pound by 1960. And again another 114-cent increase for 
1961. 

There again that would be based on a continuation of the trend 
in the prices paid by the farmers and also the prices received for all 
agricultural commodities in calculating the modernized parity. But 
we will provide for the record some comparative figures. 

(The information to be furnished follows :) 
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Flue-cured and burley tobacco: Support level 1959, and projected levels for 1960 
and 1961 by alternate methods of computation 


[In cents per pound] 








i aiciomineiaipeane 
| 
Calculation ! for— 
| 
oa saincjanenpesnnniginenenietigeamcnshiigiall 
Crop | Flue cured ‘ie Burley 
| Modernized | Proposed | Modernized | Proposed 
| 
—— m : et - ee Pe a ae a 
| Re F | 57.2 
ine 0. 5 See Lidkwwsbbauduanad 
1960 enene anna nner enna renner nanan eases eneees 57. 5 5S. 6 60.0 57.2 
1961- . 59.0 55. 5} 62.0 57.2 
| 





1 Modernized projections made on the basis of recent trends in prices for comparison purposes only. Prro- 
posed levels as indicated by bills to stabilize tobacco price supports (January 1960). 


Nortr.—Example of calculation of support level by proposed legislation, for flue-cured tobacco: 
1, 1960 support level same as 1959 (55.5 cents per pound). 
9. For 1961, the support level will be determined as foliows: 


1958 annual index of prices paid sialic seceded lin tiiipain os incnelestnseepliadee babednbenaleialéidamisadaiar: -mE 
1959 annual index of prices paid a a a a an ld ae, eee SS 
rr rr ci nis in... 2 ns. wena waive mebinedabeeba bind daaakekemasuebtlenene aici, 
1958-60 average, annual index of prices px ee Ba oe a re ee ee 298 


1958-60 average of index of prices paid _ 298 
a — == 1(K) percent 
1959 index of prices paid 298 


55.5 cents per pound X100 percent=55.5 cents per pound. 
3. For 1962, the previous 3 years’ average index of prices paid will include 1959, 1960 and 1961, and this 
average will be divided by 298 (the 1959 index). 


e Not an estimate, but used for explanatory purposes only, 


Mr. Aspirr. I appreciate that. 
Are there any other questions? Is there anyone else who desires 
to be heard ? 


STATEMENT OF HON. L. H. FOUNTAIN, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF NORTH CAROLINA 


Mr. Founrarn. Mr. Chairman, I appreciate the invitation. I have 
an executive session of a committee over which I am presiding which I 
left to attend this particular meeting. 4 

I want to endorse what has been said by those supporting this 
legislation and to state that I come from a district which is a heavy 
tobacco district. All of the people with whom I have had an oppor- 
tunity to discuss this matter are in favor of it—I have received no 
word indicating any opposition to it from the district that I represent. 

I also want to take this occasion to commend the farmers, all seg- 
ments of the tobacco industry, in that area for having brought to this 
committee what seems to me to be a very realistic proposal to prevent 
our getting into a difficulty in the future. 

I am very happy to support this legislation as indicated by my in- 
troduction of an identical bill. 

Mr. Anpirr. Thank you very much. 

Is there anyone else who has anything to say ? 

We have a very distinguished gentlem: in back up there. I presume 
that he may want to have something to say. He is from the Flue- 
cured Belt, 
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Mr. Ciaupe Turner. Mr. Chairman, I am just here to enjoy this, 

Senator Jorpan. Apparently the objections to last year’s bill have 
been removed. We hope they have. 

I think that Mr. Royster has done an excellent job of getting all of 
the segments of the tobacco industry here, as Congressman Fountain 
has stated. I think that will help us in order to get the bill passed 
having all segments of the industry represented. 

Mr. Assirr. Thank you very much. 

Mr. McMruzan. Mr. Chairman, I think that this is a wonderful 
approach to this particular problem. 

Mr. Ansrrr. Unless there are some other witnesses, we will adjourn 
the hearing and go into executive session. 

(Whereupon, at 11:15 a.m., the hearing adjourned to reconvene in 
executive session. ) 
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WEDNESDAY, FEBRUARY 3, 1960 


Howser or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met pursuant to notice at 2:15 p.m., in room 1310, 
New House Office Building, Hon. Watkins M. Abbitt (chairman of 
the Subcommittee on Tobacco) presiding. 

Present: Representatives Cooley (chairman of the committee), 
Poage, Gathings, McMillan, Abernethy, Albert, Abbitt, Jones, John- 
son, Jennings, Matthews, Coad, Stubblefield, McSween, Hogan, Lever- 
ing, Hoeven, Dague, McIntire, Dixon, Smith, Teague of California, 
Short, Mrs. May, Pirnie, and Latta. 

Also present: Christine Gallagher, clerk, and Hyde H. Murray, as- 
sistant clerk. 

Mr. Assitr. The committee will come to order. 

Our witness this afternoon is Mr. McLain, Assistant Secretary of 
the Department of Agriculture. We appreciate very much your 
coming here, Mr. McLain. We will be delighted to hear from you 
now. 

Mr. McLarn. As you know, Mr. Chairman, we have reported on the 
bill this morning. 

Mr. Aspirr. Yes, we have the report, and without objection, it will 
be made a part of the record at this point. 

(The report dated February 2, 1960, follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., February 2, 1960. 
Hon. Haroip D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Deak CONGRESSMAN COooLey: This is in reply to your request of January 19, 
1960, for a report on H.R. 9664, a bill to stabilize support levels for tobacco 
against disruptive fluctuations and to provide for adjustment in such levels in 
relation to farm cost. 

This Department is not opposed to the passage of this legislation. 

Our primary concern is the U.S. tobacco producer. In view of this basic 
concern, we have for some time been analyzing the effects of the current tobacco 
program. Also, Members of Congress, tobacco leaders, and other allied interests 
have been studying the operations of the tobacco program. Out of these studies 
has come general recognition that we are losing markets at home and abroad. 
The primary reason for this loss is that year after year the use of 90 percent of 
ee the modernized parity formula resulted in raising the tobacco sup- 
port prices, 

The U.S. Department of Agriculture for the past 2 years has conducted an 
aggressive educational campaign among tobacco farmers, farm organizations, 
tobacco congressional leaders, and other allied tobacco interests. The basic facts 
needed for a realistic tobacco program designed to discourage homogenization 
in the domestic industry and expand rather than continuously contract our ex- 
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port trade have been made available. Although the United States can produce, 
competitively, tobacco with a flavor and aroma that cannot be duplicated any- 
where else in the world, we are losing our percentage of the export markets at 
a time when tobacco consumption worldwide is annually increasing at the rate 
of 5 percent. 

Although during the past 7 years farmers have received record average prices 
and record incomes from the production of tobacco, the Department feels that 
if we had kept our fair share of the world market at slightly lower prices, our 
increased production would have given our tobacco farmers an even greater net 
farm income. 

This bill is primarily a recognition by all industry leaders of the deleterious 
effects on the tobacco producers of the constant increases in support prices under 
the operation of the present program. While this bill does not go as far as we 
would like, it is a step in the right direction. Basically, we feel that the tobacco 
legislation which we recommended in 1959 more nearly meets the problems of 
the entire tobacco industry. We are not opposed to passage of this legislation 
because of the following: 

1. Our primary interest is the 800,000 farm families that look to tobacco 
for a major portion of their farm income. The present tobacco program 
with its built-in formula of ever-increasing levels of price support is speed- 
ing homogenization at home and rapidly shrinking our domestic market. 
Continuation of the present program for another 5 years would critically 
aggravate the economy of the American tobacco farmer. 

2. This legislation eliminates two factors not related to the cost of produc- 
tion that are pyramiding the level of support. These are the increasing 10- 
year average price received for tobacco and the moving 10-year average in- 
dex of prices received for all agricultural commodities. The use of the aver- 
age of the last 3 years’ index of prices paid by farmers as provided in this 
bill offers a substantial measure of stabilization. 

3. Tobacco leaders, farm organization leaders, association officials, and 
their representatives in Congress have demonstrated in 1959 and again in 
1960 their willingness to accept realistic quotas as provided by law. The De- 
partment has received complete cooperation from the tobacco industry in the 
disposition of CCC loan stocks. Since January 1, 1959, when loan stocks 
exceeded 1 billion pounds, 30 percent of these holdings by Commodity Credit 
Corporation have been absorbed by the industry, and it is expected that an- 
other 30 percent will be absorbed in 1960. 

4. Under this legislation, it is expected that the Commodity Credit Cor- 
poration will have substantially less funds invested in the tobacco price 
support operations than would otherwise be invested. 

5. Stabilized prices will tend to prevent further loss of markets at home 
and abroad. 

6. This legislation is supported by all farm organizations ; warehouses and 
processing groups; export dealers; and the domestic industry of the United 
States. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 





E. T. Benson, Secretary. 


STATEMENT OF HON. MARVIN L. McLAIN, ASSISTANT SECRETARY, 
U.S. DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY JOSEPH 
WILLIAMS, DIRECTOR OF TOBACCO DIVISION, CSS, U.S. DEPART- 
MENT OF AGRICULTURE 


Mr. McLarn. Mr. Chairman and members of the committee, in the 
past several years, it has been my pleasure to work very closely with 
the tobacco leadership of the Nation. I have been greatly impressed 
with the determination and sincerity of the tobacco people in their 
efforts tomake the program work. 

The Department has given widespread support in an effort to main- 
tain and make the tobacco program sound. I would like to point out 
that we have recommended legislation or issued administrative regu- 
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lations in addition to export promotion that has generally strength- 
ened the overall tobacco program. Some of the more important 
actions that we have taken in the price-support and acreage-allotment 
and marketing-quota operations include the following: 

(1) Compliance checking has been strengthened. 

(2) The penalty for excess production has been increased to 75 per- 
cent of the previous year’s average price, 

(3) Credit has been eliminated for overplanting. 

(4) During recent years of abnormal supply adjustment the full 
authority of the Secretary in increasing marketing quotas to avoid 
undue restrictions of marketings has been used. 

(5) Increased administrative expenses have substantially strength- 
ened the overall program. 

(6) Certain varieties of Flue-cured tobacco that produce a large 
proportion of undesirable leaf are being discouraged by heavy dis- 
counts under the price-support program. 

(7) A direct attack has been made on the surplus problem by an 
expedited sales program including Public Law 480 and by means of 
barter. There have moved about 250 million pounds of tobacco 
through title I of the Public Law 480 program and some 20 million 
pounds by barter. 

(8) We also utilized the soil bank under which the acreage reserve 
was a temporary emergency program which aided substantially in 
the reduction of surplus tobacco. 

(9) To help dispose of old stocks of dark tobaccos, some of the 
grower associations in recent years made sales of old stocks on a com- 
petitive bid basis. This action not only helped dispose of these bur- 
densome stocks but also made it possible to increase the movement of 
tobacco into those world markets that can afford to purchase tobacco 
only at relatively low prices. 

(10) We have used the foreign currencies resulting from Public 
Law 480 sales to promote and develop new markets abroad for U.S. 
tobacco through market development projects. These projects are 
carried out cooperatively with United States and foreign trade 
groups. We have also conducted promotional programs to help ad- 
vertise and expand consumption of tobacco products containing U.S. 
leaf. Some of the more important accomplishments under these proj- 
ects are as follows: (a@) Several countries including the United King- 
dom were enabled to build up stocks of U.S. leaf to more normal 
levels; (6) several countries including Thailand, Japan, and Finland 
have been able to introduce new brands of cigarettes containing U.S. 
tobacco; and (c) consumption of U.S. leaf in Japan has been sub- 
stantially increased. 

(11) We have sent Department of Agriculture tobacco experts 
abroad to study and evaluate first hand the foreign tobacco situation 
for recommendations on U.S. tobacco programs and international 
trade. 

For several years, the Department has continuously asked for 
greater flexibility in the price-support program for tobacco to main- 
tain domestic outlets and regain export markets. The tobacco pro- 
gram needs some positive modification if the best longtime interest of 
the tobacco growers is to be protected. We are convinced that under 
the present program of ever-increasing price supports tobacco farm- 
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ers are sacrificing their longtime best interest. A continuation of the 
present program will in a few years force the domestic industry to 
go to full utilization of the whole leaf and cause the loss of most of 
our commercial export markets. 

Our total tobacco sales have deteriorated primarily attributable 
to the high level and ever-increasing price supports that are required 
by existing law. At the same time that prices have been supported 
at such levels the law has required severe cuts in acreage allotment 
while production in foreign countries has been expanding. In re- 
cent years, total U.S. tobacco consumption has declined about 11 
percent even though the output of cigarettes which is the major 
product has increased by 12 percent. World trade in tobacco has 
also been expanding but we have failed to maintain our fair share 
of this international trade. 

As you know, the U.S. Department of Agriculture over the past 
2 years has conducted an aggressive educational campaign among 
tobacco farmers, farm organizations, congressional leaders and other 
allied tobacco interests in an attempt to obtain a more positive tobacco 
program. While all of these efforts have been useful, we must con- 
sider the current situation from the standpoint of problem areas 
that have developed and what positive steps can be taken to alleviate 
them. 

Our primary concern is the U.S, tobacco producer. In view of this 
basic concern we have for some time been analyzing the effects of the 
current tobacco program. Members of Congress, industry leaders, 
and other allied interests have also been studying the operation of 
the tobacco program. Out of these studies has come general recogni- 
tion that we are losing markets both at home and abroad. The major 
reason for this is that year after year the modernized parity formula 
has kept increasing tobacco price supports. This bill, H.R. 9664, is 
primarily a recognition of the deleterious effects on the tobacco pro- 
ducers of these constant increases in support prices under the opera- 
tion of the present program. 

The bill provides that the level of price support for each kind of 
tobacco for which marketing quotas are not disapproved by producers 
shall be as follows: 

(a) For the 1960 crop, the support. level shall be the level at which 
the 1959 crop was supported or would have been supported if market- 
ing quotas had been in effect. 

(6) For the 1961 crop and each subsequent crop, the level of sup- 
port shall be determined by adjusting the 1959 crop-support level (or 
the leve] at which the 1959 crop would have been supported if mar- 
keting quotas had been in effect) upward or downward in proportion 
to the ratio of (i) the average for the 3 preceding calendar years of 
the index of prices paid by farmers, including wage rates, interest, 
and taxes to (ii) the 1959 calendar year average of such index. 

Under existing legislation the price-support levels for the major 
kinds of tobacco are expected to increase substantially during the 
years just ahead. For example, it is estimated that. for the next few 
crop years the price-support level for Flue-cured tobacco will increase 
from 1.5 to 3 cents per pound each year and for Burley tobacco such 
increase will be about 2.5 cents or more per pound each year. These 
projected price increases would critically aggravate an already dif- 
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ficult situation and most likely would cause further substantial loss 
of our export markets for U.S. tobacco. 

While the Department. recognizes that the loss of some markets at- 
tributable to the high price supports mandatory under existing legis- 
lation may be difficult to reverse, the provisions of the p bill 
will stabilize price supports for at least 2 years and thereafter mini- 
mize the substantial increases inherent under the present price-sup- 

rt legislation. Also, the provisions of the bill will have the effect 
of minimizing fluctuations in the price-support levels from year to 
year due to the use of a 3-year average of the prices paid by the 
farmers. 

While this bill does not go as far as we would like, it isa step in 
the right direction. Basically, we feel that the tobacco legislation 
which we recommended previously in 1959 more nearly meets the 
problems of the entire tobacco industry. The Department is not op- 
posed to the passage of this bill for the following specific reasons : 

1. Our primary interest is the 800,000 farm families that look to 
tobacco for a major portion of their farm income. The present to- 
bacco program with its built-in formula of ever-increasing levels of 
price support is speeding homogenization at home and rapidly shrink- 
ing our market to domestic requirements. 

2. This legislation does eliminate two factors that are pyramiding 
the level of support. These are the increasing 10-year average price 
received for tobacco and the moving 10-year average index of prices 
received for all agricultural commodities. The use of the average of 
the last 3-year index of prices paid by farmers as provided in this bill 
offers substantial stabilizing effects. 

3. Tobacco leaders, farm organization leaders, association officials 
and their representatives in Congress have demonstrated in 1959 and 
again in 1960 their willingness to accept realistic quotas as provided 
by law. The Department has received such complete cooperation 
from the tobacco industry in the disposition of CCC loan stocks that 
since January 1, 1959, 30 percent of all loan holdings of CCC have 
been absorbed by the industry, and it is expected that another 30 per- 
cent will be absorbed in 1960. : 

4. Under this legislation it is expected that the Commodity Credit 
Corporation will have oaniamsaine less funds invested in the to- 
bacco price-support operations than would otherwise be invested. 

5. Stabilized prices will tend to prevent further loss of markets 
at home and abroad. 

6. This legislation is supported by all farm organizations; ware- 
houses, and processing groups; export dealers; and the domestic in- 
dustry of the United States. 

My colleagues and I will be glad to answer any questions. 

Attached here to my paper, Mr. Chairman, is a little table that. is 

set up for illustration purposes for those of you who may not be quite 
so familiar with the terms of thislaw. It is very simple. 
_ I can say to you in concluding that we do appreciate the sincere 
interest of this committee in trying to meet headon this spiral in 
tobacco support prices that is facing the industry as we goon. And 
we think that. this will be helpful. And, therefore, as we have indi- 
cated, we will not oppose it. And I think that you can rest assured 
that it will become law if the Congress passed it. 
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Mr. Azsirr. Do you desire to have that table made a part of the 
record ¢ 

Mr. McLain. Yes, if you will, please. 

Mr. Agsirr, Without objection, it will be made a part of the record 
at this point. 

(The statement entitled “Flue-Cured Tobacco: Example of Caley- 
lation of Support Level by Proposed Legislation” is as follows:) 


FLUE-CurRED Tospacco: EXAMPLE OF CALCULATION OF SUPPORT LEVEL BY 
PROPOSED LEGISLATION 


1. 1960 support level same as 1959 (55.5 cents per pound). 
2. For 1961, the support level will be determined as follows: 
1958 annual index of prices paid, * 293. 
1959 annual index of prices paid, 298. 
1960 annual index of prices paid, 2 303. 
3. 1958-60 average, annual index of prices paid, 298. 
4. 1958-60 average of prices paid _ 298 
a ~ = 100 percent. 
1959 index of prices paid 298 
. 55.5 cents per pound times 100 percent=55.5 cents per pound. 
6. For 1962, the 3 years annual index of prices paid used will be 1959, 1960, and 
1961, and the average of these three will be divided by 298 (the 1959 index). 





1 Prices paid by farmers, including wage rates, interest, and taxes. 

* Not an estimate, but used for explanatory purposes only. 

Mr. Assrrr. Mr. McLain, I do appreciate your giving us this very 
fine statement. I want on behalf of the committee to express our 
appreciation for the great interest you have shown in the problem, 
that is, in the tobacco problem, and the cooperation that has been 
extended, which has been splendid and very helpful. 

I understand that your views, and the views of the Department are 
that this bill if enacted will improve the present tobacco program, and 
that the Secretary will be glad to have it / 

Mr. McLarty. That is correct. 

Mr. Aperrr. Are there any questions / 

Mr. Asernetuy. Is this unanimous? 

Mr. Assirr. As I understand, the Department and all of the or- 
ganizations interested in tobacco are in accord on this, is that correct 3 

Mr. McLarty. I would not say that I talked to the whole industry, 
and Mr. Williams has not either, but we have met with several groups 
outside of the Government, of course, and some of the export groups, 
particularly, that are interested in regaining some of the markets 
who, I think, frankly feel that this does not go far enough, but they 
recognize that this is all that can be gotten and they are willing to 
go along. So that I think it is fairly unanimous, so far as we know. 

Mr. Azprrr. We, certainly, thank you so much for your coming over. 

Congressman Watts asks permission to have inserted in the record 
a table which he will present to the reporter. That will be done with- 
out objection. 

(The table entitled “Flue-cured and burley tobacco: Parity prices 
‘ial support levels under ‘old’ and ‘modernized’ parities, 1955-59 
crops” is as follows :) 
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Flue-cured and burley tobacco: Parity prices and support levels under “old” and 
“modernized” parities, 1955-59 crops 


l | 
Parity prices computed under | Support levels calculated | Actual 











| both formulas (cents per under both parities (cents | support 
pound) per pound) as per- 

| a = a ‘ + Pe centage 

| | of old 

| old: | New | Differ- | Ola? | News | Differ- | parity 

| ence | | ence | 

a | 
ay: 

— ek hae a6) MEL... } 46.2] 446.2 |...-------|..---e- _ 
1956... - anh Geena 52.2 | 53.4 | 1.2 | 47.0 | 48.1 | a 92 
1957... : is 53.5 | 57.4 | 3.9 | 48.2 | 51.7 | 3.5 | 97 
1958 7 win 54.2 61.6 | el 48.8 55. 4 6.6 | 102 
1959 a 7 iil 54.8 63.6 | 8.8 | 49.3 57.2 7.9 | 104 

Flue-cured: | | 
a ad 52.9 | 53.7 | 8 47.6 48.3 | ‘¥ | 91 
1956... Di chs, AN 53.4 | 54.3 9 | 48.1 48.9 8 92 
1957_- Siwdaisiboke 55. 2 | 56.3 | i 49.7 | 50.8 | 3 92 
1958. - = 55.9 | 60.7 4.8 50.3 | 54.6 4.3 98 
1959... : aan 56.6 | 61.7 6.1 | 50.9 | 55.5 | 4.6 98 

| | 





1 Qld parity price as calculated prior to the effective date of the Agricultural Act of 1948, by use of the 
1934-38 average of season prices for Flu-cured and Burley multiplied by the applicable month’s index of 
prices paid by farmers. 

290 percent of old parity. 

390 percent of modernized parity. 

4 Actual support level based on 90 percent of old parity since this calculation resulted in a higher price 
than by the modernized method. 


Mr. Aspirr. If there are no further questions, the committee will 
go into executive session. 

(Thereupon, at 2:35 p.m., the committee proceeded into executive 
session. ) 


/ 
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